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C.2     RESERVED 
 
C.3     Basic Organizational and Structural Requirements  
 
C.3.1     Minimum Requirements  

 
Contractor shall have a well-defined organizational structure with clearly assigned and documented 
responsibility and accountability for the efficient and effective management of a Managed Care 
Organization operating in the District. At a minimum, Contractor shall:  
 
C.3.1.1     Perform in accordance with federal regulatory standards applicable to Medicaid MCOs, 
including but not limited to 42 C.F.R. § 438 et seq. 
 
C.3.1.2    Submit complete, timely, and accurate patient encounter data from all participating network 
and non-participating network Providers, as well as complete data regarding utilization of prescription 
drugs and services and benefits covered.  
 
C.3.1.3     Comply with the District of Columbia Medical Assistance State Plan including amendments, 
any waivers (as described in Sections 1115 and 1915 of the Social Security) approved by CMS, and 
relevant MCO and District of Columbia insurance requirements, incorporated herein by reference.   

 
C.3.1.4     Satisfy the specifications and standards set forth in Section C and Section H, including the 
ability to comply with all requirements related to External Quality Review. 
 
C.3.1.5     Have the capacity to expand its Provider Network and administrative capabilities to serve the 
maximum number (or a majority of the maximum number) of potential Enrollees as defined in Section 
B.2.2 (185,000). 
 
C.3.1.6     Authority to Operate Contractor shall maintain a certificate of Authority to Operate a Health 
Maintenance Organization in the District of Columbia from the Department of Insurance, Securities and 
Banking (DISB) and shall remain in compliance with all DISB requirements concerning equity, 
capitalization, reserves, and insurance coverage throughout the term of the Contract.  Contractor shall 
notify DHCF within one (1) Business Day of Contractor’s notification of any actions or investigations 
by DISB regarding Contractor’s compliance with DISB laws, regulations, or policies, including any 
actions to revoke or limit Contractor’s license or Authority to Operate.  
 
C.3.1.7     Ineligible Organizations 
 
In accordance with SSA 1902(a): The District shall exclude any specified individual or entity from 
participation in the program under the State Plan for the period specified by the Secretary, when 
required by him to do so pursuant to section 1128 or section 1128A, terminate the participation of any 
individual or entity in such program if (subject to such exceptions as are permitted with respect to 
exclusion under sections 1128(c)(3)(B) and 1128(d)(3)(B)) participation of such individual or entity is 
terminated under title XVIII or any other State plan under this title,] and provide that no payment may 
be made under the plan with respect to any item or service furnished by such individual or entity during 
such period. 
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SUPERIOR COURT FOR THE DISTRICT OF COLUMBIA 
Civil Division 

DISTRICT OF COLUMBIA, 
Department of Insurance, Securities 
and Banking, 

Petitioner, 
Civil Action No.: 2012 CA 008227 2 
Judge: Melvin R. Wright 

V. 

D.C. CHARTERED HEALTH PLAN, 
INC., 

Respondent. 

DECLARATION OF JAMES M. SHEEHY 

I, James M. Sheehy, declare under penalty of perjury that the following facts are true: 

I am a Principal of Keefe, Bruyette & Woods, Inc. ("KBW"). I have personal 
knowledge of the facts stated in this Declaration. 

2, KBW, along with the Rehabilitator of D.C. Chartered Health Plan, Inc. 
("Chartered"), Daniel L. Watkins, Special Deputy Rehabilitator, and Faegre Baker 
Daniels LLP, the Rehabilitator’s counsel (collectively, the "Transaction Team"), led a 
process commencing in late October 2012 to identify a partner willing to purchase 
and recapitalize Chartered. I acted on behalf of KBW throughout that process. 

3. I created a document titled "DC Chartered Process Overview" that fairly and 
accurately summarizes the process and the work that the Transaction Team did in 
connection with it. A true and accurate copy of that document is attached hereto. 

4. If called as a witness in this proceeding, I could and would testify to each of the facts 
set forth in the attached document. 

(1 
Jes M. Sheehy 

DMSVS 517477030 
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General Information and Limitations

Thi t ti h b d b K f B tt & W d I (“KBW”) b d i f ti d dThis presentation has been prepared by Keefe, Bruyette & Woods, Inc. (“KBW”) based on information prepared and
supplied by D.C. Chartered Health Plan, Inc., the Rehabilitator, the Special Deputy Rehabilitator or publicly available
information, the accuracy of which has not been independently verified, and cannot be assured by, KBW. In addition,
many of the projections and financial analyses herein are based on estimated financial performance prepared by or
in consultation with the recipient and are intended only to suggest a reasonable range of results for discussion
purposes. This presentation is incomplete without the oral or video presentation that supplements it.

Neither KBW nor any other party makes any representation or warranty regarding the information contained herein 
and no party may rely on such information, and KBW expressly disclaims any and all liability relating to or resulting 
from recipient’s use of these materials.  The information, data and analyses contained herein are current only as of 
the date(s) indicated, and KBW has no intention, obligation or duty to update these materials after such date(s).  This ( ) , , g y p ( )
information should not be construed as, and KBW is not undertaking to provide, any advice relating to legal, 
regulatory, accounting or tax matters.  

KBW, a U.S. registered broker-dealer and a member of the Financial Industry Regulatory Authority, is a full service 
investment bank specializing in the financial services industry. KBW and Stifel, Nicolaus & Company, Incorporated 
(“Stifel”) are affiliated broker dealer subsidiaries of Stifel Financial Corp (“Stifel Financial”)(“Stifel”) are affiliated broker-dealer subsidiaries of Stifel Financial Corp. (“Stifel Financial”).  
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DC Chartered Process Overview
Summary

K f B tt & W d (“KBW”) l ith th R h bilit t f D C Ch t d H lth Pl I (“Ch t d” th “C ”)• Keefe, Bruyette & Woods (“KBW”), along with the Rehabilitator of D.C. Chartered Health Plan, Inc. (“Chartered” or the “Company”), 
Daniel Watkins, Special Deputy Rehabilitator, and Faegre Baker Daniels LLP, the Rehabilitator’s counsel (collectively, the 
“Transaction Team”) , led a process commencing in late October 2012 to identify a partner willing to purchase and recapitalize 
Chartered (the “Process”)

• The Process is summarized below and further described in the following pages:

Summary of Process

Diligence / Marketing 
Preparation

1
Contact Potential 

Partners / Receipt & 
Evaluation of Process

2
Additional Due 

Diligence by Selected 
Parties / Final Proposal

3
Selection of AmeriHealth / 
Negotiation and Signing of 

4

Preparation Evaluation of Process 
Letter Responses

Parties / Final Proposal 
Terms

g g g
APA

• Emergency Consent Order of • Contacted / held initial • Three parties selected to • Entered into letter of intent

Late October 2012 Early / Mid November 2012 Mid / Late November 2012 December 2012 – February 2013

• Emergency Consent Order of 
Rehabilitation was entered by 
the Court on October 19, 
2012 

• Transaction Team due 
diligence of Chartered and 

i ti l ti

• Contacted / held initial 
discussions with potential 
partners

• Distribution of NDA and 
process letter to interested 
parties

• Three parties selected to 
perform additional due 
diligence, which included: 

o On-site meeting with the 
Company and the 
Transaction Team

• Entered into letter of intent 
agreement with AmeriHealth on 
December 1, 2012

• Assisted with AmeriHealth’s RFP 
response, which was submitted 
prior to December 3, 2012 deadline

organizational meetings

• Preparation of non-disclosure 
agreements (“NDA”), process 
letter and unaudited draft 
financials

• Preparation of the virtual data 
room

• Review of process letter 
responses

o Access to the virtual data 
room

o Access to follow up 
discussions and meetings 
with management

• Negotiation of the Asset Purchase 
Agreement (“APA”)

• Signing of APA on February 8, 
2013

3

• Review of potential partners, 
including previous discussions 
with Chartered

g

• Receipt / evaluation of final 
proposal terms
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DC Chartered Process Overview
Challenges to the Process

• The Transaction Team faced significant challenges in its search for a partner, including:

– Chartered required a new Medicaid contract (the existing contract expires April 30, 2013) with the District to be a viable 
acquisition candidate

– Bids for the new Medicaid contract were due December 3, 2012

– The Department of Health Care Finance (“DHCF”) made it clear that no new contract would be awarded to Chartered unless 
Chartered had a new owner and was out of rehabilitation by mid - January 2013

– DHCF expressed increasing concerns with Chartered’s performance and service levels, issuing a Corrective Action Plan/Non-
Compliance letter on November 28, 2012

– 2011 audited financials were not yet completed

– The majority of Chartered assets are illiquid: (i) $20.0 million of accrued retrospective premiums (carried amount at 12/31/11),
which DHCF contests and  (ii) almost $14 million of assets are pledged as security for a loan obligation owed by Chartered’s 
parent

– Chartered required significant capital – estimated to be at least $30 million - to correct its risk based capital deficiency 

– Potential partners had very little time to perform due diligence on Chartered and its parent

– Adverse publicity and speculation related to an investigation of Chartered’s ultimate controlling person and related party 
transactions

• Chartered and the Transaction Team had limited time to identify a qualified partner and negotiate a letter of intent  with the selected 
counterparty in advance of the December 3, 2012 bid deadline for the Medicaid contract renewal 
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DC Chartered Process Overview
Initial Discussions with Potential Partners / Receipt & Evaluation of Process Letter Responses

• On behalf of the Rehabilitator, KBW spoke to parties identified to KBW as having previously contacted  the  Rehabilitator, the Special 
Deputy, or the Company as well as additional parties agreed upon by the Transaction Team. KBW held discussions with 17 parties. 13 
parties executed non-disclosure agreements and were provided with a process letter and Chartered’s draft unaudited 2011 financial 
statements 

• The process letter, which was distributed beginning November 9, 2012, requested additional information from potential partners p , g g , , q p p
including:

– Financing. Potential partners were asked to outline their proposed sources of financing. It was made clear to potential 
counterparties that financing contingencies would not be viewed favorably and that evidence of funds sufficient to resolve the 
Company’s RBC deficiency at the closing of a transaction would be required 

– Expertise in the Medicaid Market. Potential partners were  asked to describe their expertise in the Medicaid managed care 
industry, including any existing operations serving Medicaid eligible beneficiaries

– DHCF RFP. The prevailing counterparty was expected to have the expertise and resources to review and approve a mutually -
agreeable response to the DHCF’s request for proposal, due December 3, 2012, for award of a five year contract commencing on g p q p p y g
May 1, 2013 (the “RFP”)

– Letter of Intent. It was made clear that he prevailing counterparty was expected to execute a binding letter of intent prior to the 
Company submitting a response to the RFP, no later than December 1, 2012

Responses to the process letter ere req ested b No ember 14 2012 Se en responses ere recei ed b KBW Se eral ell• Responses to the process letter were requested by November 14, 2012. Seven responses were received by KBW. Several well 
capitalized strategic parties declined to participate in the process given the financial and legal condition of Chartered and the 
compressed timeframe in which they were required to execute a letter of intent and respond to the RFP

• Following a review of the responses from potential partners, three parties were invited to meet with the Company and the Transaction 
Team and perform additional due diligence

– Responses were evaluated based on perceived certainty of closing, including ability to finance the transaction and the likelihood 
that the selected counterparty would be viewed favorably by those parties responsible for reviewing the RFP response and 
selecting managed care organizations for the new Medicaid contract

5



DC Chartered Process Overview
Summary of Parties Contacted

Summary of Parties Contacted Breakdown of Parties by Type

17Parties Contacted

Contacted

Private Companies

Managed Care 
Companies

5

7

13

Process Letters Received

Executed NDAs

Private Companies 
/ Individuals

10

Hospital
2

3

7

Invited to Next Round

Process Letters Received

Responded to Process Letter

Managed Care 

2Final Proposals Private Companies 
/ Individuals

4

g
Companies

2

6

Hospital
1
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DC Chartered Process Overview
Selection of AmeriHealth

• During the course of detailed conversations and negotiations with potential partners, it became clear to the Rehabilitator and the 
Transaction Team that a sale of 100% of the issued share capital of the Company was unlikely given Chartered’s legal and financial 
situation and the concerns that DHCF expressed regarding the quality of Chartered’s operations. The Transaction Team viewed it to 
be highly unlikely that Chartered could meet DHCF’s requirement that it have a new owner and be out of rehabilitation by January
2013 in order to be considered for the new Medicaid contract  

• Two of the three parties that were invited to perform additional due diligence submitted indications of interest to acquire certain assets 
of Chartered 

• The Rehabilitator determined that the best alternative for achieving value for Chartered under the circumstance was to enter into a 
letter of intent with AmeriHealth

– AmeriHealth , based in Philadelphia, PA, is a leading organization of Medicaid managed care plans and related businesses in 13 
states and covers nearly five million lives with over $3.0 billion in revenues(1)

– The initial AmeriHealth proposal was further negotiated by the Transaction Team, leading to an improvement in the proposed 
ieconomics

• During the week of November 26, 2012 , AmeriHealth worked with Chartered and the Transaction Team to prepare a response to the 
RFP.  Late in the week, it was determined that the response would best be submitted by AmeriHealth rather than Chartered, using key 
Chartered personnel and experience 

• Beginning in December the Transaction Team, Chartered and AmeriHealth and its advisors commenced negotiation of an Asset 
Purchase Agreement (the “APA”). The APA was executed on February 8, 2013. The APA includes the following key financial terms:

– $5.0 million of consideration paid at closing

– Certain transition services provided to the Chartered estate at no cost, estimated to have a value of approximately $1.0 million

(1) As of 2011 7



Summary of Key Transaction Terms

Consideration
$5.0 million paid at closing

Certain transition services provided to Chartered by AmeriHealth at no cost

Assets Acquired The assets acquired include (among other things) Chartered’s name, other intellectual 
property, existing Medicaid contract and most of the Company’s provider agreements 

Assets Retained 
by Chartered

The assets retained by Chartered include (among other things) (i) the retrospective 
premium claims under Chartered’s existing Medicaid contract, and (ii) assets pledged to 
Cardinal Bank pursuant to a loan transaction with Chartered’s holding company

The closing conditions include (among other things) (i) the Court shall have approved the

Closing 
Conditions

The closing conditions include (among other things) (i) the Court shall have approved the 
Agreement and Plan of Reorganization; (ii) AmeriHealth shall have been approved as a 
managed care provider pursuant to  DHCF’s RFP process and been allocated the 
enrollees currently covered by Chartered under its existing Medicaid contract; 
(iii) AmeriHealth shall be satisfied with the arrangements made for paying Chartered’s
existing provider claims; (iv) DHCF shall have approved the transfer to AmeriHealth of

Employees

existing provider claims; (iv) DHCF shall have approved the transfer to AmeriHealth of 
Chartered’s existing Medicaid contract and enrollees; and (v) AmeriHealth shall have 
been granted a health maintenance organization license by DISB

AmeriHealth is expected to hire substantially all of Chartered’s employees

8

Employees AmeriHealth is expected to hire substantially all of Chartered s employees

Closing Date The transaction is expected to close on or before April 1, 2013
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November 30, 2012 

VIA EMAIL 

Jay S. Feldstein, D.O. 
Regional President 
AmeriHealth Mercy Health Plan 
200 Stevens Drive 
Philadelphia, PA 19113 

Dear Dr. Feldstein: 

This Letter Agreement (the "Agreement") is hereby entered into among DC Chartered Health Plan, Inc., a 
health maintenance organization licensed in the District of Columbia ("Chartered") and AmeriHealth Mercy 
Health Plan ("Mercy"), and is intended to be a binding commitment among the parties hereto. 

RECITALS 

A. WHEREAS, on November 1, 2012, the District of Columhia's Department of Health Care 
Finance ("DHCF") released a Request for Proposals ("RFP") to solicit proposals from managed 
carc organizations that are interested in coordinating the delivery of health care services provided 
to District of Columbia residents through the Medicaid and Alliauce programs (each such 
managed care organization, a "Service Provider"). The RFP will be for a new fivc (5) year 
contract period bcgul11ing May 1,2013 (the "Contract"); and 

B. WHEREAS, with Chartered's assistance, resources, assets and know-how, Mercy intends to 
submit a response to this RFP, and Chartered has agreed to utilize its resources, assets, and 
know-how in support of Mercy's application based upon Mercy's commitments made herein. 

C. NOW, THEREFORE, the parties hereto, for good and valuable consideration, the sufficiency of 
which is hereby acknowledged, agree as follows: 

AGREEMENT 

1. Payment and Transition Services. If Mercy or one of its affiliates is chosen as a Service 
Provider under the RFP and commences operations thereunder, then Mercy shall do the 
following: 

a. On the sooner of (i) the closing of the contemplated asset purchase transaction between 
Mercy and Chartered (the "Asset Purchase") or (ii) within five (5) business days after 
Mercy begins performing services on behalf of District of Columbia residents as a 
Service Provider under the RFP, Mercy shall pay Five Million Dollars ($5,000,000) to 
Chartered in immediately available funds, wired in accordance with instructions provided 
by Chartered. 



-2- November 30, 2012 

b. Mercy shall provide claims processing, accounting, human resources, and related 
transition services requested by Chartered to assist Chat1ered as it transitions its business 
to Mercy upon commencement of the new Contract. 

It is understood that Mercy is under no obligation to commence such operations as a Service 
Provider and will not commence such services if a closing in the Asset Purchase has not 
occurred. 

2. Choice of Law; Jurisdiction. This Agreement is made in and shall be governed by and 
construed in accordance with the laws ofthe State of Delaware without regard to conflict oflaws 
doctrines. Mercy and Chartered irrevocably consent and submit to the exclusive jurisdiction of 
the applicable court within the District of Columbia for enforcement by Mercy and Chartered of 
this Agreement. Mercy and Chartered irrevocably waive any objection they may have to venue 
in the defense of an inconvenient forum to the maintenance of such actions or proceedings to 
enforce this Agreement. 

3. Counterparts. This Agreement may be executed in the original, by facsimile or by any 
generally accepted electronic means (including transmission of a pdf file containing an executed 
signature page) in any number of counterparts, each of which shall be deemed an original and all 
of which shall constitute one and the same instrument. 

4. Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of each 
of the parties hereto, and their respective successors, assigns, heirs and personal representatives. 
Nothing in this Agreement, express or implied, is intended to confer on any person other than the 
parties hereto, and their respective successors and permitted assigns any rights, remedies, 
obligations or liabilities under or by reason of this Agreement. This Agreement shall not be 
assignable by Mercy without the prior written consent of Chartered. 
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5. Entire Agreement; Amendments. This Agreement constitutes the entire agreement between 
the parties. This Agreement shall not be modified or amended except pursuant to an instrument 
in writing executed and delivered on behalf of each of the parties hereto. 

If the terms and conditions set forth above are acceptable to Mercy, please sign this Letter Agreement where 
indicated below and return one counterpart hereof to the undersigned before the close of business on 
December 1, 2012. 

Accepted and agreed on 
November 30, 2012 

AmeriHealth Mercy Health Plan 

DMS_lIS 51 1 65654v2 

Sincerely, 

,l)t!.. Chartered Health Plan, Inc. 

BY:---"-'~~" ~A,--",-,,~-==. ~~.~. ~ 
Daniel L. Watkins, 
Special Deputy Rehabilitator 



~- ". 

December I , 2012 

Commissioner William P. White 
Rehabilitator of DC Chartered Health Plan, Inc. 
Department of Insurance, Securities and Banking 
810 First Street NE, Suite 701 
Washington, DC 20002 

Dear Commissioner White: 

This letter is in reference to the letter of intent of even date herewith (the "Lor") between 
AmeriHealth Mercy Health Plan ("AmeriHealth") and you regarding DC Chartered Health Plan, 
Inc. ("Chartered"). This is intended to clarify certain matters addressed in the LO!. 

The parties understand that it is a material aspect of the transaction to AmeriHealth that the 
current membership of Chartered would be transferred and assigned to AmeriHealth, subject in 
any case to the members' right to voluntarily choose to not be so transferred, for enrollment 
under the managed Care contracts to be awarded under the current RFP. We anticipate that this 
would involve an assignment of the current managed care contract between Chartered and DHCF 
to AmeriHealth without the assumption by AmeriHealth ofliabilities under that contract for 
services prior to the effective date of the assignment, or other assurances and understandings 
with DHCF acceptable to AmeriHealth that would accomplish the goal of transferring an 
acceptable number of Chartered' s enrollees to AmeriHealth. Accordingly, one of the assets 
sought to be purchased by AmeriHealth in the transaction would be the assignment of the current 
managed care contract with DHCF subject of course to the consent and approval ofDHCF. 

Have seen and agreed: 

Very truly yours, 

ldstein, DO 
ional President 

AmeriHealth Mercy Health Plan 

~ speciaDe]lUtyl1habilitator Daniel Watkins 
For William P. White, Rehabilitator 

The AmeriHealth Mercy Family of Companies 

200 Stevens Drive' Philadelphia PA 19113 . 215 937 8000 .......-ww.amerihealthmercy.com 



December I, 2012 

Commissioner William P. Wbite 

~- .;; 

AmeriHealth. 
MERe 

Rehabilitator of DC Chartered Health Plan, Inc. 
Department of Insurance, Securities and Banking 
810 First Street NE, Suite 70 I 
Washington, DC 20002 

Dear Commissioner Wbite: 

AmeriHealth Mercy Health Plan ("AmeriHealth") is pleased to submit the following letter of 
intent with respect to the transaction described below with DC Chartered Health Plan, Inc. 
("Chartered"). 

Pursuant to an Emergency Consent Order of Rehabilitation dated October 19, 2012, the Court 
appointed you as the rehabilitator of Chartered. You appointed several professionals (the 
Receivership Team) to represent the Rehabilitator's interests. You tasked the Receivership 
Team to conduct a confidential process to select qualified potential counterparties. 

Pursuant to your request, this letter serves as our letter of intent regarding the transaction 
described below. The transaction is subject to DHCF awarding one ofthe Medicaid managed 
care contracts proposed in DHCF-2013-R-0003 to AmeriHealth or its subsidiary, as well as the 
other terms and conditions set forth herein. We understand that the definitive transaction 
documents contemplated by this letter will be subject to any applicable regulatory approvals and 
by the Court overseeing Chartered ' s rehabilitation ("Rehabilitation Court"). 

1. Overview of AmeriHealth and its expertise in Medicaid markets 

The AmeriHealth Family ofCompallies has grown to be one of the largest organizations of 
government-sponsored managed care and administrative services entities in the United States, 
touching almost five million members. AmeriHealth serves its members through five major 
products: 

• Medicaid (including TANF, ABD, SSI and TPA) 

• Duals (including D-SNPs) 

• Low-Income (including SCHIP and Uninsured products) 

• Behavioral Health (risk and non-risk); and 

• Pharmacy Benefit Management. 

The AmeriHealth Mercy Family of Companies 

200 Stevens Drive ' Philadelphia, PA 19113 · 215-937-8000' W'.NW.amerihealt hmercy.com 
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Our experience uniquely positions us to partner with the District to improve health outcomes. 
The states in which we have served Medicaid-eligible enrollees are as diverse as our enrollee 
population, including: Pennsylvania, New Jersey, Kentucky, South Carolina, Indiana, Louisiana 
and Nebraska. Early in 2013, we will also serve members in Florida, and members enrolled in 
our D-SNPS in South Carolina and Pennsylvania. We also anticipate serving Medicaid members 
in Michigan during the first quarter of2013 . 

If this transaction is subsequently approved by the Rehabilitation Court, and DHCF awards a 
contract to AmeriHealth, we believe that the District' s Medicaid enrollees will benefit from our 
organizations combining managed care expertise and a local presence. 

2. Proposed Transaction Structure 

On November 1, 2012, the Department of Health Care Finance ("DHCF") released a Request for 
Proposals ("RFP") to solicit proposals from managed care companies that are interested in 
coordinating the delivery of health care services provided to District of Columbia residents 
through the Medicaid and Alliance programs. The RFP is for a new five-year contract period 
beginning May I, 2013 (the "New Medicaid Contract). AmeriHealth will be the Offeror 
submitting its proposal to DHCF, with the assistance of Chartered, to enter into the New 
Medicaid Contract with the DHCF. 

Chartered and AmeriHealth intend to enter into a transaction whereby AmeriHealth agrees to 
purchase certain assets of Chartered, specified by AmeriHealth (the "Assets"), pertaining to 
Chartered's business operations associated with providing health care services to Medicaid and 
Alliance enrollees under Chartered ' s contract with the DHCF (the "Transaction"). The parties 
intend to enter into such arrangements consistent with the following terms: 

I . AmeriHealth or its designated subsidiary (the 'Operating Entity") will obtain all of the 
applicable licenses necessary to do business in the District and operate under the 
Medicaid Contract. 

2. AmeriHealth will fund the Operating Entity at 200% of Risk-Based Capital. 

The Transaction shall be subject to the following conditions and requirements: 

• Final negotiation and execution of definitive agreements in form acceptable to the parties 
in their sole di scretion. The parties will use their best efforts to finalize the definitive 
agreements within thirty (30) days of the execution of this letter of intent. 

• Review and approval by the Rehabilitation Court with the terms, provisions and 
conditions of such approval being acceptable to each of the parti es in their sole 
discretion. 
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• The entry by the Rehabilitation Court of such orders (including approval of a 
rehabi litation plan for Chartered) as may be required by the parties in their sole 
discretion. 

• The effective transfer of the Assets to AmeriHealth. 

3. Requestfor Proposal 

AmeriHealth has drafted a response to the RFP. AmeriHealth has coordinated its response with 
certain members of Chartered's management team to support a smooth and efficient transition to 
AmeriHealth's business models. AmeriHealth's actuaries have also prepared the section of the 
RFP entitled Pricing Proposal. The Pricing Proposal contains proposed rates that AmeriHealth 
believes are actuarially sound. We understand that DHCF may ask for our Best and Final Offer 
for the rates. In such event, we will be willing to discuss modifications to the Pricing Proposal, 
but AmeriHealth will not reduce the rates to such an extent that it determines to be unacceptable. 
AmeriHealth will determine, in its sole discretion, as to whether any revised rates are acceptable. 
If AmeriHealth determines that the rates are not acceptable, AmeriHealth will not enter into the 
New Medicaid Contract with DHCF. 

4. Due Diligence 

AmeriHealth has met with the Receivership Team and certain members of Chartered's current 
management team in an expedited manner in order to reach an agreement and to file a response 
to the RFP. The Receivership Team and AmeriHealth will continue to work together to better 
understand Chartered's financial and operational condition. The proposal set forth in this letter 
is subject to AmeriHealth' s satisfactory completion of its due diligence review of Chartered' s 
financial and operational condition. 

5. Plans for Chartered's management and employees 

AmeriHealth places significant value on Chartered's senior management and employees, their 
contribution to Chartered's historical success and their importance to Chartered going forward. 
AmeriHealth's proposed operating structure seeks to take advantage of the Chartered's market 
presence and expertise, while leveraging certain efficiencies of AmeriHealth 's corporate 
infrastructure. Accordingly, AmeriHealth expects to extend offers of employment to a 
substantial number of current Chartered employees. 

6. Non-Binding: 

Our proposal is a non-binding proposal regarding the interest of AmeriHealth in Chartered. 
Furthermore, neither AmeriHealth nor Chartered will be under any legal obligation with respect 
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to the transactions contemplated in this letter and no contract, agreement, commitment or any 
other obligation with respect to the proposed transactions or any other transaction contemplated 
hereby shall exist or be deemed to exist by virtue of this letter, unless and until (i) definitive 
transaction documents related thereto have been duly executed and delivered by duly authorized 
representatives of both parties and (ii) all the other conditions set forth in this letter have been 
satisfied. Except as Chartered and AmeriHealth otherwise expressly agree in writing, 
AmeriHealth may withdraw from negotiations at any time without obligation or liability to 
Chartered, its representatives or its affiliates and, in such event, neither AmeriHealth nor 
Chartered shall have any obligation whatsoever in respect ofthe work or transaction described 
herein, or any obligation to continue or resume negotiations. 

7. Choice of Law 

This letter of intent shall be interpreted and enforced in the accordance with the laws of the State 
of Delaware, excluding its conflicts of law principles. 

Very truly yours, 

egi nal President 
AmeriHealth Mercy Health Plan 

Have seen and agreed: 

S",",~W.kim 
For William P. White, Rehabilitator 
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